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Since the beginning of the 1990s, Mexican investment in Guatemala has increased immensely,
and cooperative development programs between the two countries are growing as well. The jump
in Mexican investment, however, has generated disputes over alleged unfair trade practices by
Mexican companies, leading to the first anti-dumping measure ever imposed by the Guatemalan
government against a foreign firm. Since 1991, when a historic summit took place between then
president Carlos Salinas de Gortari of Mexico and the Central American heads of state, Mexican
trade and investment on the isthmus has grown substantially. At the 1991 summit and again at a
second presidential conference in February 1996, Mexico and the Central American countries agreed
to work toward a multilateral free-trade agreement (see NotiCen, 10/24/96).
The opening of trade negotiations with the isthmian nations spurred unprecedented interest by
Mexican firms in the Central American market. And, while many companies prefer to await the
signing of formal trade accords, many powerful Mexican firms have already begun an energetic
push to expand their economic ties to the isthmus. Guatemala has particularly benefitted from this
trend. Given its close proximity to Mexico, Guatemala has historically been Mexico's most important
trade partner in the region and the recipient of the largest share of aid and cooperation. Indeed,
Guatemala absorbed nearly 30% of the total direct investment by Mexican firms in the seven Central
American countries during the 30-year period from 1960-1989. During the first half of the current
decade,
Mexican investment in Guatemala has grown enormously. According to a new study by Mexico's
Banco Nacional de Comercio Exterior (BANCOMEXT), in the six-year period from 1990-1995,
Mexican investment in Guatemala totaled US$40.2 million. This means that, during the first half of
the 1990s, Mexican companies invested 30% more in Guatemala than the total invested during the
three previous decades together, given that direct Mexican investment amounted to just US$28.10
million in the entire 30- year period from 1960-1989. Moreover, BANCOMEXT estimates that, during
the 1996-1997 biennium, Mexican firms will pump another US$25 million into Guatemala, bringing
total Mexican investment in the country to US$93.3 million, or more than three times the level of
investment registered in 1989. In fact, BANCOMEXT reports that, by year-end 1996, at least 1,000
Mexican investors will have visited the country to explore business opportunities, twice the number
of investors who travelled to Guatemala in 1995.
The sectors most favored by Mexican investors include processed foods, nonmetallic minerals, the
cement industry, metallic goods, and auto parts. In services, Mexican firms have also concentrated
on tourism, construction, financial services, and telecommunications. Mexican businesses have
emphasized joint ventures with Guatemalan firms, which give them important advantages,
such as familiarity with the domestic market and shared risks when exploring new markets in
Central America and elsewhere. A prime example of the benefits of such investments is the recent
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expansion by the Mexican ice cream firm Helados Holanda. In 1991, Helados Holanda, owned by the
Mexican consortium Grupos Quan, joined the Guatemalan consortium Grupo Mariposa to buy out
the Topsy ice cream factory in Guatemala. During the past five years, the joint venture has gained
control of 26% of the Central American ice cream market with US$12 million in annual sales, and
39% of the domestic market in Guatemala with US$5 million in annual sales.
Among other large Mexican investors that have set up either joint or individual operations in
Guatemala are Grupo Industrial Bimbo, Grupo Maseca, Sabritas, Grupo Vitro, and Grupo Alfa.
Grupo Quinta Real de Mexico and Grupo Granai de Guatemala also recently announced a joint
plan to construct three hotels in Guatemala. Construction of the first inn has already begun,
with initial costs estimated at US$22 million. Given the surge in Mexican interest in Guatemala
combined with the slow progress in free-trade negotiations, government and private-sector
representatives from both countries have attempted to broaden bilateral accords to facilitate and
strengthen economic ties in preparation for the eventual trade treaty. In July, for example, the
Camara de Comercio de Guatemala (CCG) and the Mexican Camara Nacional de Industria de la
Transformacion (CANACINTRA) signed a pact to promote trade and investment. Among other
things, the agreement calls for four CCG/CANACINTRA-sponsored tours for investors per year,
two for Guatemalan investors to Mexico and two for their counterparts to visit Guatemala.
During the first week of November, the first Mexican delegation arrived in Guatemala with 21 firms
participating, including cosmetics, furniture, jewelry, fuel, toy, glass, and chemical companies. Also,
in June, the Mexican government agreed to expand the Partial Trade Protocol (Acuerdo de Alcance
Parcial, AAP) that the two countries signed in 1984. The AAP is a nonreciprocal trade agreement
that has allowed Guatemala to export about 300 products at preferential tariff rates to Mexico to
compensate for Mexico's technological superiority and competitiveness, which has contributed
to a chronic trade deficit with all the isthmian nations. Under the June agreement, the AAP was
extended to cover nearly 1,000 products, and the accord's expiration date was pushed back to June
1997.
And, in June, the two governments signed a series of new cooperation accords, some of which
represent landmark agreements to develop their 1,000-km common border. The Program for
the Sustainable Development of the Guatemala- Mexico Border Populations calls for massive
investments in infrastructure, tourism, health, trade, and transportation. The program will
ultimately benefit 20 municipalities in the Mexican states of Chiapas, Campeche, and Tabasco, and
22 municipalities in Guatemala's four border departments (San Marcos, Huehuetenango, El Quiche,
and El Peten). A total of 1.3 million people 800,000 in Mexico and 500,000 in Guatemala live in the
targeted communities.
"This agreement represents an integral and constructive vision for the equitable development of the
border zones," said Guatemalan President Alvaro Arzu during the signing ceremony in Guatemala
in September, attended by Mexican President Ernesto Zedillo. "The plan aims to provide local
communities with adequate means to grow so that they don't have to migrate to other countries. It is
a very distinct approach compared with those nations that have reduced their strategies to building
militarized walls along their borders, and it helps fortify our cooperative and peaceful relations at a
time of great international confusion regarding immigration."
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Still, notwithstanding the effort to forge a free-trade agreement and closer cooperative ties, the
increase in Mexican investment in Guatemala is generating a backlash by some large private firms
that accuse the Mexicans of unfair trade practices. On Aug. 28, the Ministry of Economy temporarily
imposed an anti-dumping measure against the Mexican cement firm Cruz Azul, marking the first
time that Guatemala has taken such action against a foreign firm. The ruling was made on behalf
of the Guatemalan company Cementos Progreso, which, in Sept. 1995, lodged a complaint with the
Economy Ministry that Cruz Azul was capturing Guatemala's domestic market by unfairly selling its
goods at prices substantially lower than the market price in Mexico.
Following a year-long investigation, the ministry concluded that Cruz Azul had engaged in unfair
trade practices, permitting the company to increase its share of the domestic market from just 0.15%
in June 1995 to nearly 33% by November 1995. According to Cementos Progreso, since the beginning
of 1996, that firm's sales have declined by 23% as a direct result of Cruz Azul's trade practices.
Consequently, the company is planning to cut back operations, including laying off of a significant
percentage of company workers. "Cementos Progreso is quite capable of competing on the market,"
said one high-level company official in an interview with the local daily Prensa Libre. "But I assure
you that no company, no matter how competitive it may be, can compete against dumping or other
unfair trade practices."
The government imposed a temporary 39% tariff on Cruz Azul imports. The measure will remain
in effect for four months, allowing Cruz Azul time to present its arguments before a final decision
is made. Apparently, the Cruz Azul affair has inspired more Guatemalan firms to initiate similar
demands. Although the government must officially announce a formal investigation, the local
company Toledo and some other firms have reportedly accused the Mexican firm Fud of dumping
cold cuts and other packaged foods on the Guatemalan market.
Perhaps more important, the Cruz Azul dispute and the incipient Fud conflict have generated
fears that the growth in Mexican investment in Guatemala represents a potential danger whereby,
as new trade accords are signed and Guatemala enters the global economy, foreign companies
will move into the domestic market and push local firms aside. "The cement case is typical of
how globalization affects countries such as ours," said Pablo Rodas, a researcher for Guatemala's
Asociacion de Investigacion y Estudios Sociales (ASIES). "Companies such as Cementos Progreso
are large inside the country, but they are minuscule when compared to the transnationals. Perhaps
Cruz Azul is a midget in Mexico in relation to national production of cement in that country, but
it is strong enough to endanger the existence of a large Guatemalan firm. Unless domestic firms
take measures now to better compete, such as entering into joint ventures with foreign firms to
produce or distribute goods, Guatemalan firms are destined to die off in the medium to long term as
globalization takes hold."
Cruz Azul, meanwhile, adamantly denies that it has dumped its goods on the local market. In fact,
according to Mexican officials, Mexico's Trade and Industrial Secretariat (Secretaria de Comercio
y Fomento Industrial, SECOFI) will seek mediation by the World Trade Organization (WTO) if the
dispute is not resolved through direct talks. Moreover, Mexican officials say that the dispute will
likely strengthen the resolve of Mexican delegates to the free-trade negotiations now underway
among Guatemala, El Salvador, and Honduras to push for clear rules and regulations to better
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protect Mexicans against frivolous legal suits. "The dispute will not have direct repercussions on the
trade negotiations or on other existing bilateral accords with Guatemala," said Enrique Maldonado,
Mexico's commercial attache in Guatemala. "But our negotiators will be more careful when
defining the terms of the trade treaty that deal with unfair trade practices." [Sources: Panorama
Centroamericana (Guatemala), September 1996; Agence France- Presse, 09/08/96, 09/09/96; Siglo
Veintiuno (Guatemala), 07/20/96, 08/29/96, 09/10/96, 09/29/96, 10/04/96; Inforpress Centroamericana
(Guatemala), 10/10/96; Agencia Centroamericana de Noticias-Spanish news service EFE, 07/25/96,
10/24/96, 11/07/96; Prensa Libre (Guatemala), 07/20/96, 08/29/96, 08/30/96, 09/05/96, 09/10/96,
09/14/96, 10/18/96, 10/30/96, 10/31/96, 11/01/96, 11/04/96, 11/05/96, 11/08/96; La Jornada (Mexico),
09/10/96, 11/14/96]
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